This paper aims to identify reasons by which customers prefer private insurance covers to public ones. For this purpose, we considered product, service, economic, human and comfort factors as antecedents of customer preference in purchasing private insurance covers. The research sample involves 191 customers who were randomly selected from two provinces of Khorasan Razavi and Khorasan Shomaly, Iran. The research tool used was a 7-points Likert questionnaire in which respondents were asked to show their agreements about 25 items of 6 constructs. A structural equation modeling by Smart-PLS used to test the model and measure the standardized estimates of the constructs. The results showed that human and economic factors are antecedents of private insurance preference.
INTRODUCTION
Nowadays, it is generally accepted that everything is subject to ongoing changes. In the past two decades, the world economy has undergone rapid changes in technological and market conditions which have impacted both on individuals' preferences and organizations providing products and services. In the case of the insurance industry, the current changes are fundamental. They are characterized by the influence of new direct marketing techniques that have been enabled by new technologies, by organizational changes and by increased globalization of the industry (Robin, 2002) .
Iran insurance industry is also under the impact of these changes which can be observable through the privatization process in this industry since, "by creating and expanding competition, it can be considered as one of the most important ways of coping with undeveloped insurance industry. If we define privatization as expanding private sector activities relative to public one, then this can be implemented through downsizing of public sector activities or enlarging private one" (Karimi et al., 2010) . In this industry, we are also facing downsizing *Corresponding author. E-mail: karimi.740@gmail.com. Tel: +98 551 6636701. Fax: +98 551 6615472.
of public insurance company and increasing the number of private ones.
But there are public insurance companies which are operating in this country yet and they are maintaining a large market share.
To have a competitive insurance market in Iran, it is required to decrease the market share of public companies and increase the number of private ones. One way to reach this end is identifying the factors determining more purchase of private insurance covers by customers and the reasons why some insurance buyers prefer private insurance providers to public ones. By recognizing these factors and considering them in marketing decisions it is feasible for private insurance companies to attract more customers and therefore increase their market share compared to public companies.
In the past, most companies were trying to grab new customers because of the non-competitive markets. But today, by increase in the number of businesses, we have encountered a shift from product and sale concepts to relationship or affiliation marketing concepts which requires close and long relationship with the present customers instead of trying to attract more new ones.
So, what we have considered to flourish in these competitive markets is the concept of customer preference which we will deal with in this study.
THEORETICAL FRAMEWORK

Customer preference
In today's rapidly changing market, demand for a product which determines an enterprise strategy is often influenced by customer preferences (Fornell, 1992) . Since products and services are closely related to their providers, the product preference can be regarded as the enterprise preference, that is, when customers decide to consume a given product or service he/she actually prefer the producer or provider of that specific product or service. So, customer preference of a product can be defined along with the concept of brand preference. Brand preference is the extent to which the customer favors the designated service provided by his or her present company, in comparison to the designated service provided by other companies in his or her consideration set (Hellier et al., 2003) . As Cao and Ramani (2010) stated, "a customer's preferences for a product can be viewed as a reflection of his or her inner world". Therefore, it is the customers' attitudes and perceptions toward a product or company which determine their preference. Customers' demands and preferences of different products and services are the subject of concern for many business areas. For the insurance industry, it means providing a variety of products and services that customers of different ages want. However, these customers' preferences and choices are not similar from one customer to another. These differences make it hard for the insurance companies as for other businesses to meet diverse demands. Thus, the knowledge of customers' preferences and their choices of products and services provided by the insurance companies is one of the most significant attributes for meeting customers' demands (Alinvi and Babri, 2007) .
Since Iran insurance industry lacks perfect competition and the market divides into two sectors, public and private, the brand preference is mostly related to the sectors in which insurance companies operate. Namely, when customers decide to select an insurance cover they refer to the nature of its provider and they see whether it belongs to public or private sector. Although, as it is mentioned earlier, privatization has started in Iran insurance industry but some shares of sold public firms are under the government ownership, in addition to this fact that in Iran Insurance Company, the leader of Iran insurance market is a public firm maintaining approximately 50% of total market shares according to the report published by Central Insurance of Iran for year 2010.
However, market share of public insurance companies have declined about 30% since 2008. The reason of this increase in private companies' shares can be due to sale of public firms and other firms' specific factors which will be investigated under this research.
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Hypothesis development
The insurance services can be described as a product in the form of a written legal contract called insurance policy plus a bundle of services associated with it. Therefore, insurance consists of two elements: product and service. The product element of the insurance can be considered as the covers involving variety and differentiation in their nature, terms, conditions and attractiveness for customers. Hence, when private insurance companies, by applying more efficient and extensive marketing activities, offer a range of different insurance covers with more attractive options and flexible terms and conditions comparing with public ones, customers will prefer them over their public rivals. Accordingly, it can be hypothesized that:
H 1 : Product factors cause the customer preference of private insurance covers.
The other element of insurance is service element. Services are activities and benefits that one party offers to the other along with the supplied product and that services are necessarily intangible and do not result in the ownership of anything. Addressing this intangibility, insurance providers try to offer high quality, prompt, timely and better services comparing to competitors which may result in customer willingness to buy. This is especially for private insurance firms which attempt to apply more differentiated strategies to attract more customers and to increase their market share. So, it is hypothesized that:
H 2 : Service factors cause the customer preference of private insurance covers.
One important factor which is considered by customers is money. Since any product and service is offered in consideration of receiving money, customers want to spend their earnings on a product or service which is valuable. The value of a service can be evaluated by its benefits to customer, lower price, and convenient terms of payment. It is assumed that since private insurance companies are in competition, they try to lower their prices in order to attract those customers which are sensitive to the amount of insurance premium. Thus, it is hypothesized that:
H 3 : Economic factors cause the customer preference of private insurance covers.
The term of service signifies (when we use it with) the term of human. In fact, this is the human which gives meaning to service. All services, as we know, are delivered by human and it is the principal part of it. In business context, human aspect of a service is associated with two groups: One is those who work in a business firm and offer products and services to customers and the other is those who are outside the company but they influence the customer buying behavior. The former are called personnel and the latter are referred to as families and friends. Employees are the essential factor in service delivery and they are an important part of customer perception because most of the customers know service providers as the service firm itself. Delivering an inefficient or coarse service may probably cause decrease in service value in customer's eyes. Therefore, since customer orientation is a necessity for today private organizations, they try to recruit, train and motivate staffs who are competent, courteous, confident, and respondent, all ears to the customer and those who attempt to solve customers' problems more rapidly. On the other side of the coin, there are customers' families and friends who are also influential in their purchase decision making. Too many researchers found that word of mouth is an antecedent for customer loyalty and repurchase decisions. In the first view, it may be impossible for a company to control the customer's relatives but it should be mentioned that existing customers are those relatives and friends who propose a company to others; it means that the existing customers experience the firm's products and services and they talk about their quality with their families and friends. So, it can be concluded that human factor of insurance services is affected by private insurance companies since they are more customer oriented comparing to public ones. Hence, it is hypothesized that:
H 4 : Human factors cause the customer preference of private insurance covers.
The other factor which is very close to service factor in terms of meaning is comfort factor. As it was mentioned earlier, service is any activity and benefit which is delivered along with a product but the process by which this service is offered can be referred to as comfort factor. Velocity of service delivery and adherence to offer services in a determined time, uncomplicated process of claim handling and low level of bureaucracy are the determinants of comfort in insurance service delivery. Today customers want more comfortable ways of service delivery which is possible through reengineering in organization's processes. Private insurance companies can be more successful in this respect compared to public ones since they invest more on research and development activities. Thereupon, it is hypothesized that:
H 5 : Comfort factors cause the customer preference of private insurance covers.
The research conceptual model is depicted in Figure1. 
RESEARCH METHODOLOGY
An exploratory research design method applied to meet the research objectives. The research sample involves about 191 customers who are randomly selected from two provinces of Khorasan Razavi and Khorasan Shomaly, Iran. The sample consisted of 78 and 22% male and female, respectively. 16% of respondents were under 25 years old, 46% is between 26 and 35 years, 20% between 36 and 45 years, 16% is between 46 and 55 years, and 2% above 55. 84.3% of the respondents had academic educational levels. The marital status comprised of 81% married and 19% single. The research tool is a self-constructed 7-points Likert questionnaire (1= strongly disagree, 7= strongly agree) by in respondents were asked to show their agreements about 25 items of 6 constructs. The research instrument was validated by an expert panel and it was pre-tested several times to ensure that the wording, format, length, sequencing of questions were appropriate. The response rate for the questionnaire was 63% and those statements left blank were considered as missing values. Distinguishing between reflective and formative variables is sometimes difficult because the linear relationship is not always direct. If the observed variables are not resulted from a latent variable it will be considered as formative variables (MacCallum and Browne, 1993) . In this study, all variables are reflective, that is, they result from indicators which are not distinct and impact on each other. As a second generation of data analysis technique, partial least squares (PLS) is a strong method to evaluate and measure a structural model because it is consistent with conditions such as colinearity of independent variables, non-normality of data and small sample size (Chin, 1998; Wold, 1985) .
Testing the appropriateness of data to proceed in the factor analysis is done by Kaiser-Meyer-Olkin (KMO) and Bartlett's test. The KMO measure of sampling adequacy is an index for comparing the magnitudes of the observed correlation coefficients to the magnitudes of the partial correlation coefficients. Large values for the KMO measure indicate that the factor analysis of the variables is a good idea. As it is shown in Table 1 , this measure is 0.911. So, it can be concluded that factor analysis is appropriate for this study.
Another indicator of the strength of the relationship among variables is Bartlett's test of sphericity. Bartlett's test of sphericity is used to test the null hypothesis to ensure that the variables in the population correlation matrix are uncorrelated. The observed significance level is 0.000, which is small enough to reject the hypothesis. It is concluded that the strength of the relationship among variables is strong. It is a good idea to proceed factor analysis for the data.
Construct reliability
Evaluation of model involves estimation of internal consistency and convergent and discriminant validity tests which are used to obtain construct validity (Bollen, 1989; Chin and Todd, 1995) . Internal consistency is calculated by Cronbach alpha and Fornell composite reliability (Fornell and Lacker, 1981) . The Cronbach coefficients for all constructs in this study were larger than the threshold 0.70. Contrary to Cronbach alpha, the composite reliability implicitly assumes that each indicator has the same weight and it relies on actual factor loadings which can be considered as a better measure for internal consistency (Fornell and Lacker, 1981) . The composite reliability should be larger than 0.70 to reflect internal consistency. According to Table 2 , all constructs have composite reliability coefficients which are larger than 0.70.
Construct validity
Construct validity is examined by investigating the convergent and discriminant validity. Convergent validity can be accepted when all factor loadings are larger than 0.50 (Wixom and Watson, 2001 ). Based on results, all factor loadings are larger than 0.50 except one indicator in human factors construct.
Average variance extracted (AVE) can be used to evaluate the discriminant validity. The value obtained from each construct should be larger than the variance divided between that construct and other variables in the model (Chin, 1998; Fornell and Lacker, 1981) . Discriminant validity can be obtained through observing whether correlations between variables are lesser than square of average variance extracted. Table 3 shows that squared value of average variance extracted for each construct is larger than the correlations in the same column, except for human factor, implying discriminant validity among variables.
RESULTS
Assessment of structural equation model involves estimation of beta coefficients and R
2
. Both values show the fitness of the model (Chin, 1998a, b) and the results indicates the research model fitness. Table 4 presents the results and model estimation. As it is observed, the effects of human (B= 0.58, t= 6.28) and economic (B= 0.13, t= 1.97) factors on preference of private insurance covers were supported. Additionally, R 2 value which represents as determination coefficient for inflow latent variable of customer preference is 0.66 implying that 66% of changes in customer preference are caused by two human and economic factors. The results of research model measurement can be observed in Table 4 . Also, Figure 2 shows the modified research model after data analysis.
DISCUSSION AND RECOMMENDATIONS
As empirical results in this study show customer preference of private insurance covers over public ones is determined by two human and economic factors. It means that the most influential factor in customers' buying decisions is insurance employees' performance and their friends and relatives' role. So, customer relationship management and increasing customer perceived value is the main mission of private insurance providers in order to obtain more market share. As Alinvi and Babri (2007) stated, "Achieving a customer-orientation with the possibility of building trust-based relationships with customers, the entire company needs to have a certain mindset". The company culture needs to be customeroriented and this culture should be evident in all customer contacts at all levels in the organization. The company should also acknowledge a process of continuous change within the organization in relation to external changes in order to remain sustainable over time. In order to retain a customer-orientation, the changes in the organization need to occur in correspondence with the constant changes in customers'
preferences. This entails creating and sustaining a stable connection between customers' preferences and internal strategies. Hence, we suggest that insurance companies should establish relationships with customers that allow them to follow their individual needs as well as the changes in these needs". Increase in customer perceived value is possible through raising benefits derived from a service compared to its costs. On the other hand, we observed that economic factors are also influential. It means that customers of private insurance covers in Iran insurance market are price-sensitive but the effect is not as much as the human factor. Thus, offering competitive prices as this would allow insurance companies to acquire new as well as retain existing customers.
